Introduction
In today's world, what conditions enterprises' success and competitive advantage is the effectiveness of activities they undertake. The very word 'effectiveness" is an ambiguous notion.
In literature, a number of terms having a similar meaning is used: efficiency, performance, productivity, profitability, cost-efficiency (Bielski, 2002: 54) . Effectiveness is most commonly defined as an outcome of actions taken which is depicted through the relationship between effects obtained and outlays made (Stoner, 1994: 29-30) . For an organization to function efficiently, it needs to apply systematically metrics so as to be able to measure its performance, with those metrics centering the enterprise's focus on effective activities, allowing for the evaluation of the extent to which the strategies adopted have been implemented, while helping to specify future directions. Adopting formalized rules on measuring, recording and analyzing effectiveness will enable one to detect irregularities within this area, it will show the existing reserves and capabilities in terms of improving activities, thereby contributing to an increase in the enterprise's value (Barbachowska, 2014: 45) .
Determining capital structure is one of the major areas in terms of enterprise financial management. According to the theory of economics, an appropriate balance between equity and debt may have an impact in terms of minimizing the cost of capital used by an enterprise to finance itself, and thus it may increase its market value. It is therefore reasonable to deploy enterprise effectiveness measures in the process of capital structure management. Their deployment will allow for making decisions which, from the perspective of activities conducted by an enterprise, are rational and advantageous.
The aim of this paper is to determine the relevance of effectiveness metrics for the process of shaping the capital structure of an enterprise. The first section of the paper presents the concept and capital structure management process, as well as factors that exert influence on the structure.
Next, the effectiveness metrics involved in determining capital structure are outlined. A case study illustrating the practical application of the metrics discussed concludes the paper. The analysis is conducted on the basis of a financial statement of a joint stock company, Ursus S.A. covering the period of 2014-2016.
Management of enterprise capital structure
The process of acquiring capital by an enterprise is accomplished in that the said capital is chosen while taking into account a variety of criteria, such as its availability, the cost of the capital that is being acquired or thus-related risk. This brings about the shape of capital structure which is characterized by a specific proportion of equity and debt. This relationship shows the enterprise's level of debt (debt to equity ratio). The decisions affecting these proportions are amongst the major decisions made in terms of managing enterprise's finances.
In literature, a single uniform definition that would specify capital structure is lacking. Some see capital structure as being equivalent to the liabilities structure of the enterprise balance sheet, whereas others argue that capital structure is the same as the permanent capital structure (equity and long-term liabilities) (Szczepański, Szyszko, 2007: 332-333) .
At present, the leading concepts surrounding the process of forming capital structure of the enterprise are the static-tradeoff theory and pecking order theory (Myers Stewart, 1984: 575-592 ).
In the static-tradeoff theory, the enterprise balances the benefits and costs arising from debts so as to be able to achieve the optimum in terms of capital structure. The main advantage of having debts is the so called tax shield with the cost, on the other hand, being the enterprise's possible bankruptcy. In the extended framework of the static-tradeoff theory, an enterprise seeks the optimum which is to level the marginal cost of debt with that of equity (Frydenberg, 2011) .
According to the pecking order theory, investments are financed at first by internal funds such as retained profit, depreciation and revenues from selling short-term financial assets or other unnecessary items of wealth and only later they are financed by a new debt and new issues of equity (Pomykalska, Pomykalski 2007: 189) .
For the purpose of this paper, one should assume that capital structure is the relationship between equity and liabilities on which interest is paid, defined as debt. There are numerous factors affecting capital structure. A division that is most commonly encountered is the division into macro-and microeconomic factors. The macroeconomic factors may include (Łach, 2012: 189) : In making decisions as to the shape of capital structure, it is necessary to carry out within this scope an analysis concerned with maintaining appropriate relationships between equity and debt, in other words, determining the capital structure in a rational way. While making a decision as to the alternative -either choosing equity or debt -one should take into consideration the features attributed to the individual sources of funding (Bielawska, 2009: 81) . For the enterprise's own capital, this pertains in particular to the following characteristics: financial stability, perpetuity in terms of the use of capital, guarantee to cover losses and debt, as well as security for claims. For borrowed capital, these characteristics include: flexible financing of undertakings, possibility to use financial leverage together with tax protection and maintaining control over the enterprise.
Companies will therefore be interested in becoming more indebted so as to be able to increase their potential and take advantage of the effect of financial leverage, while on the other hand, they will ensure that an appropriate level of their equity is maintained, as it will protect the firm against losing its financial liquidity. One should, of course, bear in mind that for a company to be able to increase its value the requirement is to use effectively the capital acquired. An enterprise must manage the funds obtained in such a way as to be able to pay interest on debt and work out surplus for the owners (at least at the level they expect). The capital structure will also be determined by the enterprise's position on the market -new entities face bigger problems when trying to acquire external funds than stable and well-established firms. Therefore, in the case of the first ones, equity will be dominant in their capital structure, at least at the beginning of the development stage. It is worth emphasizing that the cost of capital is not the only factor that determines the choice of one structure of financing over another.
In the process of shaping capital structure, an enterprise should strive for the optimum. An optimal capital structure is such which brings about the balance between risk and profit, allowing for maximization of the firm's value. While creating optimal capital structure it is necessary to answer the question whether enterprise should be financed by borrowed capital and further, to what extent it proves to be advantageous from the perspective of maximizing the firm's value, and at what point potential costs start outweighing potential income. The use of debt is linked to the use of the effect of tax shield. The level of the potential tax benefits linked to the interest rate on debt is dependent on tax rates and the amount of the operating result from which the financial costs are deducted. A target capital structure may change over time with the changing conditions, while determining capital structure always requires that appropriate balance be maintained between equity and debt. Optimal capital structure is not permanent in nature, since it changes depending on the existing internal and external conditions.
In the context of the discussion on shaping capital structure, what deserves attention is the research published in 2002 concerned with the factors involved in the choice of capital structure in enterprises operating on the European market. The objective of the research was to examine the relationship between the theory and practice in terms of how capital structure is being determined.
It turns out that the paramount reasons for making a particular choice in terms of capital structure are enterprise financial flexibility 1 and creditworthiness assessment. Tax advantages relating to the use of debt are ranked only the third. The costs of financial uncertainty, which are a major factor in the theory of optimal capital structure, proved here to be of little relevance. Also, it is worth drawing attention to the equity valuation factor (possible overestimation or underestimation). The market price of stocks is of much lesser importance in choosing capital structure despite its exerting influence on the WACC (Szczęsny, 2014: 81) .
Enterprise effectiveness metrics
Effective functioning of enterprises represents one of the key issues addressed in the field of finances, economics and management sciences. Effectiveness ensures that enterprises can survive, which is the key requirement in the implementation of other aims such as growth, development, maximizing managers' benefits or creating market value, so important nowadays. From the enterprise's point of view, key is economic effectiveness defined as the relationship between the outcome and outlays made to achieve that outcome. The level of economic effectiveness is 1 Financial flexibility is interpreter as the enterprise's capability to adapt to the fluctuating market conditions. therefore of interest for both external and internal stakeholders. Hence using economic effectiveness as a guideline, it being the basis for decision-making, constitutes a necessary condition in terms of their survival and development, as well as maximization of their owners' benefits (Wrzosek, 2005: 459) . This refers, too, to the decision made while choosing the sources used for financing the enterprise's activity and determining its capital structure.
Effectiveness is a measure denoting the rationality of enterprises' activity and it is related to their capability to raise their market position and improve financial results. The research on effectiveness is predominantly concerned with analyzing the outcome achieved at specific outlays or using outlays in order to achieve the set outcome. If outlays and outcome can be expressed in measurable units, having them compared enables one to obtain an effectiveness indicator which allows for making an evaluation by making a comparison, for example, to a specific baseline level, plan or effectiveness of other units. Thanks to this, we can identify areas needing improvement, define lines of activity, monitor progress. Effectiveness in economic terms can be measured by applying methods based on a ratio analysis. Three groups of indicators for measuring effectiveness can be distinguished (Jaki, 2012: 149 The indicators based on accounts are the most common form of measuring effectiveness in the ratio analysis. With effectiveness viewed as the relationship between revenues and costs, they focus predominantly on measuring profit at different levels of the financial result, relating it to the size of capital employed and the value of assets. The second group encompasses financial indicators, which are based on cash flow as the main evaluation parameter. The last group, market indicators, allows the effectiveness to be evaluated from the shareholders' point of view. This is an evaluation that is conducted from outside. Market estimation of equity takes into account each time historical financial results, the current situation and predictions as to the enterprise's future, hence it is considered to be the most objective evaluation.
Amongst the groups of indicators listed above there are also indicators related to capital structure. They allow effectiveness to be measured within this scope. This provides the basis for the management staff to be able to make rational decisions when choosing sources of financing and achieving an optimal capital structure.
Ratios for measuring effectiveness which can be used to determine capital structure, including their characteristic features are presented in the table below. It show the relation of return on equity to its cost. The rate of return on equity should be higher than its cost.
EVA Economic Value Added
This measure says whether a particular firm creates value for owners. An increase in the enterprise's value occurs when in the course of the current and investment activity the rate of return on invested capital is higher than the cost of acquiring and using this capital.
Source: self-reported data based on Pomykalska, Pomykalski, 2007:88-89; Szczepański, Szyszko, 2007:417; Sierpińska, Jachna, 2007:108,476-477; Micherda 2012: 268-269; Motylska-Kuźma, Wieprow, 2013:92-93, 170-171. Accounting-based indicators draw on historical data, which is the source of their being so commonly employed. Financial statements of enterprises are documents which are publicly available, standardized, and, in many cases, their reliability is approved by an independent auditor.
Unlike the measures whose nature is that of a forecast, the data included in the financial statements are reliable information. Financial and market indicators are based on cash flows, as the main evaluation parameter. By definition, this group of indicators eliminates the shortcomings present in the accounting-based indicators and which refer to the application of different accounting principles and methods for the valuation of assets and liabilities. In the vast majority, the financial and market indicators find their practical application in the evaluation of individual enterprises, provided that more specific information than that included in financial statements is available. That is why their use is much less common than that of the accounting-based indicators (Wilczyński, 2014: 3-6 ).
Application of effectiveness metrics in capital structure management
The decisions on the choice of the sources of financing and determining capital structure must be made in an informed way and based on rational foundations. Thus, every decision should be subject to an assessment that ensures its evaluation from the perspective of its impact on the financial situation and the value of the firm. These evaluations should be made applying an ex ante approach, that is, at the stage when the decision is being made, and ex post, that is, during the final evaluation of their effectiveness. The basic tool used in these evaluations is the financial analysis, which uses specialized financial indicators allowing for examining the effectiveness of financial decisions and for making rational choices (Wasylkowska, 2013: 364) . The indicators that are most likely to be used in the management of capital structure include (Micherda et al., 2010: 211-214) :
-indicators based on equity ownership criterion, -capital structure indicator, -self-financing indicator.
The indicators based on equity ownership reflect capital structure as the share of equity in the total capital and the share of debt in the total capital. These indicators inform about the proportions of equity and that of debt in the total capital and are usually expressed as percentage. Considering capital structure in these terms should be linked to economic risk involved in the line of business an enterprise pursues.
The level of the capital structure indicator reflects debt to equity ratio. The lower its level the greater financial independence of an entity. A growing level of this ratio requires the analysis of the impact of debt on the firm's financial situation. This pertains, in particular, to analyzing the cost of capital at its specific structure and determining possible benefits linked to the enterprise's increased value. If operating profit (EBIT) is sufficiently high as to enable the enterprise to take advantage of the positive effect of financial leverage, then a too low level of the ratio implies a less than effective enterprise management. A too high level, on the other hand, may signal excessive debt.
The level of the self-financing indicator (equity-to-debt ratio) should be higher or at least equal unity, since it is assumed that the situation where equity outweighs debt provides an enterprise not only with financial independence and liquidity, but it also manifests a safe financial management. However, it should be noted that if there exists a conducive environment for making investments, a conservative capital structure management may result in the loss of economic advantages which an enterprise might have otherwise gained by investing the borrowed capital on the capital market (Micherda et al., 2010: 211-214) .
Besides the aforementioned metrics of effectiveness, those which are most frequently used by enterprises in the management of capital structure include the following: degree of financial leverage (DFL), return of equity (ROE), weighted average cost of capital (WACC) and economic value added (EVA).
Financial leverage can be the tool which complements the ratio analysis employed in the process of determining an optimal capital structure. It examines the impact of the change in financial structure (increased level of debt in financing the firm's assets) on the change in the rate of return on equity (Sierpińska, Jachna, 2003: 89) . If increased debt leads to an increase in return on equity (ROE = net earnings/equity), then we have a positive effect of financial leverage, while in a situation when this increase reduces return on equity, then there is a negative effect of financial leverage. A measure that characterizes financial leverage is degree of financial leverage (DFL).
Financial risk rises with an increase in the degree of financial leverage. A high degree of financial leverage shows that operating profit is slightly above financial costs. A negative value of the degree of financial leverage means that the firm generates an operating profit that is lower than the interest owed. The theory of finance does not know the target level of financial leverage at which the optimization of capital structure takes place. It is a well-known fact that while getting a company
into debt, one should analyze the impact of the increased debt on return on equity and on financial risk which is illustrated by the ratio of degree of financial leverage (Wnuczak, 2011: 508) .
Weighted average cost of capital (WAAC) is yet another indicator linked to capital structure. It is dependent on the cost of individual equities and the share of equity and debt in the total financing. In seeking to achieve an optimal capital structure, an enterprise should minimize the WACC and thus increase its value. By choosing appropriate proportions in terms of equity and debt, it can influence its level. Since the WAAC is a discount rate appropriate for total cash flows, its minimal level is associated with the enterprise's maximum value. In this sense, only one D/E capital structure is optimal at which the weighted average cost of capital is at minimum. On this basis it was concluded that aiming at this capital structure is a management priority. As was shown before, capital structure and by inference the WAAC can change regardless of the management activities conducted by an enterprise. Moreover, a vast body of empirical research shows that it is not easy to specify the costs of so called financial difficulties or, in other words, financial uncertainty which emerges when there is a relative increase in debt (Szczęsny, 2014: 80) .
The next measure, economic value added (EVA), could be described as a measure denoting an increase in the enterprise's value for owners. This value may also be defined as the difference between the operating profit after taxes and the total cost of capital. Since the EVA examines the impact of the enterprise's EBIT and the total cost of the capital invested on the value of the enterprise, it can be used while evaluating the validity of getting the company into debt for the purpose of implementing investment projects. If an investment results in a higher operating profit gain than the costs related to servicing equity, then it will be reflected in the EVA increase and the enterprise's higher value, and so borrowing in this kind of situation ought to be considered a reasonable move (Wnuczak, 2011: 509) .
EVA is an internal estimate of an added value created by an enterprise, since it provides the basis on which the enterprise's operating results and work performed by its management staff are assessed from the point of view of its capability to increase the market value of the capital invested.
Zero economic value added is a sort of a "break even" level for a business operation run by an enterprise at a particular level of the weighted average level of the cost of capital. If economic value added is above zero (ROIC > WACC), this means that the enterprise is capable of raising the value of capital invested in it, while in taking on a negative value (ROIC < WACC) -the capital invested in the enterprise loses its value (Duliniec, 2011: 69-70) .
Another market indicator, next to EVA, is value creation index (VCI). The VCI is the quotient of return on equity and the cost of acquiring it. Here, the anticipated value is return on equity that is higher than its cost. The value of this index should be above 100%, which means that equity generates value added above the cost of acquiring it.
The effectiveness indicators listed above can serve as a basis for setting the enterprise's financial strategy. Financial strategy is to be understood here as a long-term program of actions aimed at acquiring funds to cover the current operations and development-oriented activities and where and how equity from the available internal and external sources is spent. Moreover, one of the elements involved in the financing strategy is developing appropriate relations between equity and debt so that the effects arising from their deployment could bring benefits exceeding the costs needed for acquiring these sources of financing. Thus, using effectiveness metrics is wellgrounded, for it delivers important data which affect the decisions in terms of determining capital structure and seeking to reach its optimal level. The decisions on capital structure are of a strategic importance for the company. They should be based on a thorough analysis of the company with all decision-makers taking into consideration all the factors affecting this structure. In making such key decisions from the perspective of the continuation of the company's business the effectiveness measures may offer support. Table 2 contains the selected effectiveness indicators of Ursus S.A. related to capital structure. The share of debt (on which interest is paid) in the total equities in 2014 was at 48,5% with equity making up 51,5%. In 2015 these proportions were reversed, i.e. debt (55,7%) made up a bigger share. The share of equity in the capital structure rose in 2016 up to 53,9% while debt was at 46,1%.
Following the effectiveness criterion regarding the use of ROE, the most advantageous capital structure over the years in question was the structure from 2016 because ROE was at 12,9%. This is higher than the average ROE value for the sector 2 which is at 4,94% 3 . However, it should be noted that in 2016 the company recorded an operating loss. At the same time there was a negative financial leverage effect, for the operating profit (in this case this is operating loss) was smaller than the break even point of return on equity calculated as the product of total capital and cost of debt (interest rate). In spite of this, the company gained net earnings to which financial revenues contributed (in 2016 they grew by as much as 3397%, compared to 2015). Hence the high return on equity. The decrease in EBIT in 2016 was caused by the implementation of the company's development program and new projects. In the years before, on the other hand, there was a positive financial leverage effect. In 2014, the degree of financial leverage was at 1,5, which meant that an increase in return on equity by 1% was accompanied by an increase by 1,5% in net earnings. In 2015 a slight increase in DFL was reported (1,62), which led to a rise in the risk arising from higher debt and higher costs of its servicing. Here attention should be drawn to the value of E/D ratio being below unity (in 2015) which shows that debt is dominant in the company's financing and there is an increase in the risk of losing financial liquidity.
The weighted average cost of acquiring capital in the company over the period discussed was the lowest in 2015 and it was recorded at 4,3%. Debt was predominant in the capital structure at that time (55,7%); however, it should be emphasized that ROE was then at the level of 6,31%, that is lower by 5,32 percentage points compared to the year before and lower than the average value recorded for the sector (9,3%).
Over the period of 2014-2015 the company achieved a positive EVA value, which means that during the ongoing and investment activity the rate of return on capital invested was higher than the cost of acquiring and using this capital. In 2016, the economic value added is negative, which shows that the rate of return on the invested capital is lower than its cost and therefore the income obtained by shareholders is also lower from what they expected. Thus, the capital invested in the company loses some of its value.
The VCI ratio analyzed in that period was above 100%, which implies that equity generated a positive value above the cost of acquiring it.
In summing up, one can conclude that over the period discussed the condition of the company was at its best in 2014. This year saw equity (51,5%) outweighing debt in the capital structure. The company recorded operating profit as well as net earnings. Moreover, there was a positive financial leverage effect with the return on equity being at 11,63%, compared to 11,16%
reported for the sector 4 . The level of E/D ratio shows a low risk of losing financial liquidity. The year 2014 also saw the highest level of EVA ratio over the period in question.
The findings based on the analysis suggest that using the effectiveness indicators the company obtained information about the share of equity and debt (percentage) in the total financing as well as about the impact of this relation on return on equity. Furthermore, an important measure is the determined level of financial leverage whose size affects the decisions made in terms of the choice as to the company's financial strategy. This is related to yet another indicator -WACC which also represents a major element of this strategy, exerting influence on determining capital structure. Equally important ratios of effectiveness, for both managers and shareholders, are EVA and VCI. In 2017, EVA ratio takes on a negative value, which means that the company should take steps aimed at improving performance, reducing the costs of financing interest or changing the structure of financing.
Conclusions
The effectiveness indicators employed in the analysis of the company's capital structure are of major importance in the process of making financial decisions on the shape of this very structure.
A lack of capital structure management may affect substantially the financial condition and possible continuation of the enterprise's activity. The informative value of the indicators goes beyond determining the relation between debt and equity. Ratios such as ROE, WACC, DFL or EVA measure these areas of the company's activity which have influence on the selection and use of the available sources of funding. They provide a basis for determining capital structure, seeking its optimal level and crucially, for devising a financial strategy which will support the implementation of the enterprise's long-term goals.
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